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TO: Members, Assembly Veterans and Military Affairs Committee
FROM: Terry Musser, Committee Chair
DATE: January 27, 1998

RE: Clearinghouse Rule 97-147

The enclosed administrative rule, prepared by the Department of Veterans Affairs,
was referred to the Assembly Veterans and Military Affairs Committee on Tuesday,
January 27, 1998.

The rule establishes the criteria for the new Personal Loan Program created in the
State Budget or 1997 Wisconsin Act 27,

Our Committee has 30 days, or until Wednesday, February 26" to review the rule.






PROPOSED ORDER OF THE DEPARTMENT
OF VETERANS AFFAIRS
REPEALING AND RECREATING RULES

The Wisconsin Department of Veterans Affairs hereby proposes an order to repeal and recreate Chapter VA 12 of the
Wisconsin Administrative Code, relating to the personal loan program.

Statutory authority: $5.45.35(3) and 45.356(7), Stats.
Statute interpreted: 5.45.356, Stats,

By repealing and recreating Chapter VA 12 of the Wisconsin Administrative Code, the department establishes the
underwriting and other criteria necessary for the administration of the personal loan program. The personal loan program
was authorized by the leglslamrc and govemor through the amendment of s 45 356 Stats , apon enactment of 1997 '

Wzsconsm Act 2’?

Under the propased ruies the department wﬁI evaiuate an apphcant 5 and a guarantor 5 recent credit h:story to determine
whether repayment of the Ioan is to be expected. Additionally, income and other resources will be considered in determining
the likelihood of repayment. Loans must be secured by either a mortgage or a creditworthy guarantor, Under certain
circumnstances, payment of loans for education may be deferred. A veteran’s indebtedness under the personal loan program
is limited to $10,000. Further, a veteran’s total outstanding indebtedness under the personal loan program, economic
assistance loan program and trust fund stabilization loan program is $15,000. The interest rate on a particular loan is
determined by the applicant’s annual income. The department secretary has the authority to set and periodically reset the
applicable interest rates and income brackets.

Chapter VA 124 repealed and recreated to read:
PERSONAL LLOAN PROGRAM

VA 12.01 Definitions. In this chapter:
{1) "Annual income" means current monthly income multiplied by 12.

(2) "Annual shelter payment” means the total annual payments anticipated for rental of living quarters, or if the applicant is
the owner of a homestead, principal and interest payments on all loans against the homestead and real estate taxes and hazard
insurance payments on the homestead, and the owner's share of expenses for the common elements. “Annual shelter
payment” includes monthly mobile home parking fees if the homestead is a mobile home located on land not owned by the
applicant and includes holding tank pumping fees if the applicant’s homestead has a septic dispesal system which relies on a

holding tank.

(3) "Applicant” means a person who is eligible and applies for a loan under 5. 45.356, Stats. The term "applicant” also
means the applicant and co-applicant, if there is a co-applicant, unless the context clearly limits the meaning to the applicant

only.

{(4) "Co-applicant” means either the spouse of an applicant who applies with that applicant for a loan or a person, other
than a spouse of the applicant, who is eligible for a loan under s. 45.356, Stats., and who chooses to apply with the applicant.

(5) "Personal loan program loan” or “loan” means a Joan approved under s, 45.356, Stats. and this chapter.



{6} "Current monthly income" means all of the applicant's regular and dependable adjusted gross income, converted to a
monthly amount.

{7} “Date of application™ means the date a loan application, as determined under s. VA 12.02(2), is accepted by the
department.

(8) “Department” means the department of veterans affairs.

(%) “Educational loan” means a personal loan program loan in which payments are deferred under the provisions of
5. VA 12.06.

{1{) "Total debt payments” means 1/12 of an applicant's annual shelter payment and monthly repayments required on debts
with 13 or more remaining monthly payments due at the time of application for a personal loan program loan. “Total debt
payments” inciudes 5% of the applicant's total indebtedness on which regular monthly payments are not required except
when the applicant has sufficient verified assets to repay the indebtedness.

(11) “Unremarried spouse™ means an applicant whose basis of eligibility is marriage to a veteran at the time of the veteran’s
death.

YAI12 {}2 Generai loan psllcy e} ELIGIBILITY: The applicant's ehgﬁ)lhty to par’i;r:ipate in the program shalibe - -

estabhshed prior to the appmval of the loan by the department.

{2) LOAN APPLiCATION An apphcatxan for a loan shall be ona form appmved by the department and shall inchide -
documentation of income, vérification of adequate security and other items as may be required by the department. An
application shall be signed by the applicant. Applications for loans by applicants who are married and not separated or in the
process of obtaining a divorce shall be completed and signed by the applicant’s spouse. Applications shall be prepared with
the assistance of and submitted through the office of a county veterans service officer or other representative as approved by
the department. Loan applications that are not complete will not be accepted by the department. A loan application which
has been accepted by the department, but which is determined to lack the necessary information or decumentation for the
department o approve a loan, shall be denied, unless the applicant corrects the deficiency within 30 days’ netice of the
deficiency by the department to the county veterans service office.

(3} INCOME An apphcant s current monthiy mcome shall be venﬁed Acceptable venﬁcatxon of current monthly income .

(a} Copies of check stubs from the applicant's employment for a recent month within 3 months of the date of application.

{b) A copy of the prior year's income tax returns except if the applicant's employer, type of employment or method of
compensation has changed. Applicants verifying their income by the prior year’s income tax returns shall submit a complete
copy of the state and federal tax return including all schedules.

{c) An award letter ot copy of a check of unemployment compensation. Unemployment compensation may be considered
income when it is received for regular or seasonal layoffs from the applicant's current employment.

(d} A business plan and professionally prepared profit and loss statement of income to be derived by an applicant from a
new business which the applicant is establishing or an existing business the applicant is purchasing.

(e) A profit and loss statement for at least 6 of the 12 months immediately preceding the loan application date of the
income of a self employed applicant. '

(£) Depreciation as listed on an applicant’s federal tax return may be used as income at the request of the applicant,

(4} TERM OF LOAN. All loans shall be amortized on a monthly basis and the term of the loan shall be at least 1 year and
may not exceed 10 years.

(5) LOAN CHECKS. Loan checks shall be made payable to the applicant except where the department determines payment
to a specific party is required to ensure compliance with s. 45.356, Stats. and this chapter. Checks shalil not be released until
the department has received all necessary documentation and all requirernents set forth in department’s commitment letter
have been complied with to the satisfaction of the department. The department shall issue checks in whole number amounts
and may adjust the loan amount requested by the applicant to a whole number.



{6) DELINQUENCY ON DEPARTMENT LOANS. The-de?amnent shai.i not apbrove a loan to an applicant who is
delinquent on another loan from the department.

(7) MAXIMUM AMOUNT AND USE OF LOAN. - A person may have more than one personal loan program loan at the
same time. The person s indebtedness to the department may not exceed $10,000.under the personal loan program. In no
case may a person’s total indebtedness to the department exceed $15,000 under the personal loan ‘program, the economic
assistance loan program under 5.45.351(2), 1995 stats., and the veterans trust fund stabilization loan program under
5.45.356, 1995 stats. A personal loan program loan may'not be used to refinance any portion of an existing personal loan
program loan or a veterans trust fund stabilization loan under 5.45.356, 1995 stats.

(8) BAD CREDIT PRACTICES. Apphcatmns from appllcants who have faﬂed to pay their obl:gatlons in compliance with
a repayment agreement or have quitclaimed real estate to a lender in lieu of foreclosure within the last 5 years shall be denied |
unless such applications show strong off-setting characteristics. The department may consider whether the lender did not
incur a loss as a result of the quitclaim and whether a loss of employment due to no fault of the applicant or other
unavoidable circumstances caused the underlying repayment problem.

(%) DELINQUENT SUPPORT, SEPARATE MAINTENANCE PAYMENTS, MEDICAL AND BIRTH EXPENSES. If
_the department 1 has not received a certification under s. 46 255 (7) Stats. that the applicant is delinguent in child support or
maintenance payments or owes past support, medical expenses or birth expenses the apphcant‘s credit may be considered -
favorable if medical or birthing expenses do not exist or payments for such expenses are being made in accordance with a
court order and child support and maintenance payments are ‘current as of the date of approval-of the personal loan program
loan by the department.. Evidence that the applicant is cun*ent ‘shall be required if the child support or maintenance-is not -
paid in the State of Wisconsin, Ifthe applicant is in arrears or expenses exist, then a personal loan program loan may only be
made to that applicant, if the amount necessary for the arrearage or expense is to be paid from proceeds of the department's

loan.

(10) TOTAL DEBT PAYMENTS. Where an applicant's total debt payments exceed 35% of the applicant’s current
monthly income the application shall be denied unless the applicant has a history of excellent debt service combined with
either a demonstrated ability to accumulate savings, af least 15% equity in real estate or such other factors as the department
finds to be relevant to the applicant's ability and motivation to make higher debt service payments.

: { 1 1} LIABILiTIES To determ;ne whether the Jevel ef mdebtedness is excesswe the departmen% may anaiyze the s’tated
‘purposes for which an apphcant‘s debts were incurred, the total amount of the indebtedness in relation to-income; and the
applicant's record of meeting past financial obligations. The purpose for which all debts were incurred shall be stated by the
applicant. If the department determines the accumulated indebtedness indicates financial instability or the amount of
monthly payments will impair the applicant's ability to make debt service payments and meet ordinary living expenses, the
[oan application shall be denied. Accumuiat:on of net worth may be consxdered an mdmatzon of creditworthmess

{12} BANKRUPTCY, COLLECTION ACCOUNTS }UDGMENTS AND LIENS Applications fmm ap@lzcants currently
under federal bankruptcy proceedings shall be denied. Any application from an applicant who has been subject to
bankruptcy proceedings or to liens and judgments within the 5 years immediately preceding the application, shall be
examined carefully and the circumstances fully analyzed to determine whether the applicant is creditworthy and has
demonstrated financial recovery. A copy of the petition, schedules of debts and discharge in bankruptcy along with the
applicant's signed statement of the reason for such bankruptcy shall be submitted with the loan application. Proceeds of the
loan may be used to pay collection accounts, judgments, and liens when approved by the department. No loan shall be
approved where a collection account, judgment or lien would remain unsatisfied after distribution of the loan proceeds.

(13) SUBORDINATION AGREEMENT AND PARTIAL RELEASE OF MORTGAGE. The department may execute a
subordination agreement or release a portion of the property providing security for its mortgage if the mortgagor's equity in
the property secured by the mortgage is greater than 10% after the execution of the subordination agreement or partiai
release, the applicant is current on the loan and the repayment history for the 6 months immediately preceding the request has

been satisfactory.

(14) CO-APPLICANTS. The department shall consider the income, assets and debts of a co-applicant.



(15) LOAN CONDITIONS. The conditions of an approved personal loan program loan, except for the interest rate or
income bracket, may be changed without submitting a new loan application. If the applicant desires to change the interest
rate or income bracket after a loan has been approved the loan application shall be canceled and a new application
submitted to the department.

VA 12.03 Security required. (1) GUARANTORS. The department may accept as adequate security the guarantee of
personal loan program loan promissory notes by creditworthy and financially acceptable guarantors who are not the spouse
of the applicant. Guarantors are subject to the same underwriting criteria as the applicant and the department may request
verification of information submitted. There must be at least 1 guarantor on guaranteed personal loan program loan
promissory notes. No employe of the department, no county veterans service officer and no other petson in any way
connected with the administrative duties of the department or serving in an advisory capacity thereto may be accepted as
guarantor on any loan unless the applicant is a member of the guarantor's immediate family. Any other Wisconsin resident
who is determined by the department to be financially responsible and whose joining in the obligation provides adequate
security may be accepted as a guarantor.

(?) REAL ESTATE SECURITY. The department may accept real estate as security if the real estate is located in
Wisconsin and the applicant submits evidence of at least 10% equity therein after the personal loan program loan has been
made. Possession of merchantable title to the real estate by the applicant prior to the closing is required. When the title to the

_property is held in more than one name all parties with an interest in the real estate shall sign the morigage.

VA 12.04 Interest Rates. (1) PROGRAM INTEREST RATES. Program interest rates shall be determined by the secretary
of the department and adjusted periodically to be no less than 4% below nor more than 4% above the prime rate as reported -
in the Wall Street Journal on any of the 7 days prior to the determination of the program interest rates. Program interest rates
may vary according to the amount of income of the applicants and the type of loan security accepted by the department.
Income brackets shall be determined by the secretary of the department and may be adjusted periodically.

(2) INDIVIDUAL INTEREST RATE. The individual interest rate on a personal loan program loan shall be fixed for the
term of that loan and shall be the lower of the program interest rate applicable to the individual’s income bracket and type of
loan security in effect on the date an application is accepted for underwriting by the department or the date on which the

department approves the loan.

VA 12.05 Real Estate Valuation. (1) GENERAL. The department may accept the current equalized assessed full market
value or fair market value as stated on the prior year's property tax statement as the value of the property for all purposes.

(2) APPRAISALS. If an appraisal is being used to determine the value an appraiser, selected by the applicant from the
department's approved list or licensed by the Wisconsin Department of Regulation and Licensing, shall perform the appraisal
and complete the appraisal form prescribed by the department. The applicant is responsible for payment of the appraisal
expenses.

(3) USE OF APPRAISALS. If the applicant submits an appraisal the appraisal is advisory only. The department may
consider age of the appraisal, equity established by the appraisal, condition of the property or market value established by the
appraisal in evaluating the appraisal submitted. The departiment may determine the value of properties for its purposes by
means of property inspection by department representatives, by obtaining appraisal reports at its own expense, or by such
other means as it may deem practical.

VA 12.06 Educational Loans. (1) DEFERMENT OF PAYMENTS. Subject to sub (2), where an applicant who is
enrolled in a full-time study course of instruction, as verified by the educational institution in which the applicant is earolled,
or in a part-time study course of instruction only in cases described in this subsection applies for deferment of the obligation
to commence or continue to make payments on a Joan, the department may grani a deferment if the installments on such loan
are less than 90 days delinquent at the time of approval of the deferment and, in the case of a guaranteed loan, if the
guarantors consent in writing to the deferment. A deferment may not exceed 1 year and may not extend more than 3 months
beyond the anticipated completion date of the applicant’s educational objective but an applicant may qualify for additional
deferments if eligible for such deferments under the provisions of this subsection at the time of application therefor. The
department may grant deferments to an applicant enrolled in a part-time course of instruction because such applicant is
disabled or unable due to physical or mental disability to enroll in a fuil-time course of instruction, is a graduate student who
has completed the course of work required for a degree but must complete a thesis requirement, or is in the final semester or
term of an educational program and needs less than full-time study to meet graduation requirements. Participation in a
medical internship program is deemed to be enrollment in a full-time course of instruction for the purposes of this

subsection.



(2) LIMITATIONS ON DEFERMENT. The department may initially defer payments under the provisions of sub. (1) only
for an applicant whose income falls within the lowest income bracket designated by the secretary of the department under s.
VA 12.04(1). Payments may be deferred on only one department loan under s5.43.351(2), 1995 Stats., and 45.356, Stats. at

the same time. Indebtedness on a deferred loan may not exceed 35,000,

(3) UNDERWRITING CRITERIA. The criteria contained in s. VA 12.02(10) or (11) do not apply to the underwriting of
an educational loan.

The repeal and recreation of the rules contained in this order shall take effect on the first day of the month following
publication in the Wisconsin administrative register as provided in 5.227.22(2)(intro.), Stats.

(o L0 M

G Boiand, Se’ﬁ Cretary .
State of Wisconsin'©
Department of Veterans Affmrs

Dated at Madison, Wisconsin, January 15, 1998.




1997 Session

LRB or Bill No.JAum. Rule No. ™

®  ORIGINAL [ UPDATED Chapter VA 12
FISCAL ESTIMATE 0 CORRECTED O SUPPLEMENTAL Amendment No. if Applicabie
DOA-2048 N{R10/94)
Subject

Veterans Trust Fund Loans - Personal Loan Program

Fiscal Effect
State: [0 No State Fiscal Effect
Check columns below only if bill makes a direct apprapriation : B Increase Costs - May be possible to Absarb
or affects a sum sufficient appropriation, Within Agency's Budget ® Yes J No
[ Increase Existing Appropriation {1 increase Existing Revenues
O Decrease Existing Appropriation [l Decrease Existing Revenues [} Decrease Costs

{3 Create New Appropriation

Local, ™ No local government costs

1. Bl Increase Cosis 3. O Increase Revenues 5. Types of Local Governmentai Units Affected:
{1 Permissive [J Mandatory I Permissive [J Mandatory £l Towns £ villages £ Cities
2. LUl Degrease Costs 4. [0 Decrease Revenues 4 [J Counties [J Cthers 4
{1 Permissive O Man'da!ary [] Parmissive ] Mandatory {1 School Districts O WTLS Districts
Fund Sources Affected i RO | Affected Ch.'20 Appropriations. :

TlopR CIFED OPRO OPRS MSEG LCISEGS - | s.20.485 (2)(yn) and s. 20.485 (2)(yo)
Assumptions Used in Arriving at Fiscal Estimate . SRR ST . '

In 1997 Wisconsin Act 27, the department received authorization to create a new personal loan program to
better meet the borrowing needs of today’s veterans and generate revenues to cover the cost of grants
provided to veterans and the administration of those programs. The department will administer the program
using existing staff resources. The funds to be loaned out will be from a combination of the following
sources: 1) the revenue stream from the HILP and disenfranchised loan portfolio; 2) loan proceeds from the
State of Wisconsin Investment Board (SWIB); 3) loan proceeds from the Veterans Mortgage Loan Repayment
Fund (VMLRF); and 4) the revenue stream produced by this new personal loan program portfolio.

| The expenditures listed for this ;:{_rograrq consist of approximately $15,000,000 of funds that will be loaned
plus $1,984,237 of costs related to the payment of interest and principal for the loan proceeds received from
the SWIB and the VMLRF. - 070 i L ' '

Long-Range Fiscal implicatiens
The personal loan program will be beneficial to today's veterans by befter meeting their borrowing needs and
at the same time providing a revenue stream enabling the department to fund its administrative costs and

various grant programs.

AgencylPrepared by: {Name & Phone No.} Authorized Signature/Telephone No. Date
Department of Veterans Affairs / Tim Mero 264-6083 {c—*‘/?bpert A. Cogro 266-2256 | 10/17/97
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“FISCAL ESTIMATE WORKSHEET

Detailed Estimate of Annual Fiscal Effect

T DOA-2047 (R10/54)

W ORIGINAL

] uepaTED

{3 correcten [
SUPPLEMENTAL

1997 Session:

LRE or Bill No./Adm. Rule No.
Administative Ruie
Chapter VA 12

'Aé‘nendz’ﬁent No.

L Bubject

“Veterans Trust Fund Loans - Personal Loan Program

L One-time Costs or Revenue Impacts for State and/or L

ocal Government (do not include in annualized fiscal effect):

"I Annualized Costs:

Annualized Fiscal impact on State funds.from:

. A, State Costs by Category

Increased Costs

Decreased Costs

State Operations - Salaries and Fringes $ -
{FTE Position Changes) ( FTE) (- FTE)
State Operations - Other Costs $ 1,984,237 -
Local Assistance - -
Aids to Individuals or Organizations $15,000,000 -
" TOTAL State Costs by Category $16,984,237 .
B. State Costs by Source of Funds increased Costs Decreased Costs
GPR $ -
FED -
.. PRO/PRS -
SEG/SEG-S . 1$16,984,237 -
il. State Revenues -  Complete this only when proposal will increase or decrease Increased Rev. Decreased Rev.
state revenues (8.g., tax increase, decraase in license fee,
ete.} $ -
GPR Taxes .
GPR Earned -
FED -
PRO/PRS -
SEGISEG-S $15,175,151 -

TOTAL State Revenues

$19,175,151

" NET ANNUALIZED FISCAL IMPACT

STATE LOCAL
NET CHANGE IN COSTS $ 16,984,237 $
NET CHANGE IN REVENUES $19,175,151 3
Agency/Prepared by: (Name & Phone No.} Authorized Signature/Telephone No. Date
266-22586 10-17-97

Department of Veterans Affairs/ Tim Mero

264-6083
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